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KEY ECONOMIC INDICATORS: COLOMBIA 


All values in million U.S. $ unless otherwise stated 
(Jan-Jul) % Change & Change 
ITEM 1973 1973/1974 1974/1975 


LICOME L PRODUCTION, EMPLOYMENT 
GNP at Current Prices 9,893e 


GNP at Constant 1966 Prices 7,83le 8,309e 
Per Capita Gil, Current Prices (uollars) 439e 500e 
Commodity Production (000's of units): 

Coffee (60 xilo bags) (Coffee year) 8,800 7,800 9,200 

Crude Oil (barrels) 67,089 61,387 24,149 (May) 

Cement (metric tons) 3.221 3,250p 1,025 (April) 

Steel imetric tens) 263 244 77 {apzil) 
Indices (end of year): 

Avg. Labor Productivity (1969=100) 113.le 146.1 #N.A. 

Avg. Industrial Wage (1962=100) 139.9 N.A. N.A. 
Personal Income 8,llle R.A. B.A. 
Employnent (0900's) 5,946e 6,130e 6,789e 
Avg. Unemployment Rate 10-13% 10-13% 10-13% 


MOWJEY & PRICES (ind of Period) (Million Pesos) 


Money Supply 38,572 46,113 49,003 
Public Debt Outstanding (Million Dollars) 2,686 R) 2,904 R)N.A. 
External Debt (incl. Govt. Guarant'd) 2,076 R) 2,208 R)N.A. 
Interest Rate, Central Bank 8-8 .5% 12% 16% 
Interest Rate, Commercial Bagk 14-18% 18-24% 18%-24% 
Price Indices (1970=100): ? 

Worker Cousumer 163.4 207.4 236.6 
Wholesale 190.7 259.7 287.6 
Average Dollar Exchange Rate 24.82 26.51 31.30 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Exchange Reserves $23.5 435.7 377.8 -16.8 -13.3 
Balance of Trade -75.8 -289.1 97.7 - - 
Exports, Registration* 1.214.1 1,499.4 842.5 23.5 -7.4 
U.S. Exports 418.6 455.8 237.3 8.9 -22.0 
Imports, Registration* 1.289.6 1,788.5 940.2 38.7 -9.1 
U.S. Imports 541.1 756.9 404.1 39.9 -7.6 
U.S. Share %2.0 42.2 . 2 
Other Main suppiiers: . it ° 7 ha 
West Germany 80.5 160.5 77.9 99.4 -12.4 
Capan 80.7 139.4 68.1 72.7 -7.3 
Erance 68.1 72s 33.3 6.0 -7.8 
Lnited Kingdom 58.1 54.7 36.3 -$.7 -14.5 
€pain 63.4 _ 48.1 24.2 -24.1 ~-17.4 a 
Main Exports to U.S. in 1974: Coffee: 173,662 metric tons, U.S. 9262.4; Sugar: 92,008 metric tons, 
U.S. $46.8; Cut Flowers: 8,240 metric tons, U.S. $11.3; Frozen Crawfish: 3,097 mctric tons, 
U.S. $11.5; Bananas: 148,671 metric tons, U.S. $11.2; Textiles: U.S. $15.3, 


Main Imports from U.S. in 1974: Wheat: U.S. $59.7; Fertilizer U.S. $31.6; Soybeans U.S. $10.4; 
Tractors : U.S. $12.7; Chassis U.S. $39.4. 


* Due to a lack of current information on actual import-exports, table based on import-exports 
registrations which in general are 10% higher than actual arrivals and departures. 


Sources: Bank of the Republic; National Administrative Department of Statistics; Center for 
Economic Development Studies; University of the Andes; Incomex. 


p) Preliminary e) Estimated R) Revised 





SUMMARY 


Real GDP increased 6.1 percent in 1974, down from a 
7.5 percent rate of growth in 1973. This year the growth 
will probably be between 4 and 5 percent. Falling world 
and domestic demand increased excess industrial capacity 
and reduced investment. Some uncertainty about the new 
government, a sharp increase in the tax take and reduced 
construction activity further affected demand and invest- 
ment, particularly in the industrial sector, increasing 
urban unemployment. Increased agricultural output and 
high world coffee prices will keep the year end numbers 
up, masking somewhat the depth of the recession in the 
cities. Sound economic policies, reduced inflation, and 
increasing confidence in the government, however, should 
set the stage for recovery and the overall outlook is 
favorable. 


The Lopez administration devoted its first year to 
price stabilization and to financial and tax reform. 
These mutually reinforcing policies have been largely 
successful, creating an environment for resumed business 
confidence, increased government expenditure and providing 
some tools for improved fiscal and monetary management. 


The U.S. remained Colombia's most important trading 
partner, increasing its share of the market. U.S. investment 
in Colombia has been increasing slowly, although several 
extractive projects could lead to a large inflow of U.S. 
investment. Colombia has been moving ahead on Colombianization 
of investment (51 percent Colombian owned) beginning with 
the oil companies, moving on to banks this year, and promising 
to move into other areas including insurance. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Output and Growth: Colombia's GDP increased by 
6.1 percent in 1974, down from a 1973 rate of 7.5 percent, as 
the economy was entering the present recession. Falling 
world demand led to excess capacity in export industries 
and the stabilization policies, particularly the tax 
reform, restricted domestic demand. Figures for the first 
four months of 1975 (DANE Industrial Survey) show a decrease 
in real industrial output, but estimates are that output 
will pick up for the remainder of the year and be around 
3-4 percent by year's end. The construction sector has 
been de-emphasized by the Lopez government, further contributing 
to urban economic slump, with a decrease in construction 
activity of about 6 percent. Mining, including petroleum, is 





also down by about a 5 percent annual rate. Capacity 
utilization in 1974 dropped from high levels in 1973 
and it is estimated that it fell further in early 1975. 
As a result, industrial investment fell in 1974 and is 
expected to decline even further in 1975. 


On the brighter side, real agricultural output in the 
first half of 1975 was 7.1 percent above the same period 
last year, with rice, cotton and soybeans leading the list. 
A slight decrease in coffee production will be more than 
compensated for by high world prices, and the outlook for 
the agricultural sector,which accounts for over 25 percent 
of GDP, is bright and improving. Preliminary estimates 
for real GDP growth in 1975 are between 4-5 percent, although 
these figures probably underestimate the impact of the 
Slowdown on the urban sectors. 


Inflation Stabilization and Reform: Stabilization 
of annual inflation rates, which have been above 25 percent 
has been the number one priority of the Lopez administration, 
with a rate below 20 percent the target for 1975. Through 
tax and financial reforms, controlled government expenditures, 


and a rundown of international reserves the government 

has brought inflation down to about 20 percent and falling. 
Monetary growth was held to a 6.1 percent through July, 

a restrictive 15-20 percent annual rate, although relatively 
liquid quasi-money has been increasing at a 66.8 percent 
annual rate and could lead to rapid increases in the money 
supply. The government's financial reform has provided 

it with more powerful tools of monetary management, however, 
and improved financial management should lead to more even 
monetary growth. These factors combined with increased 
agricultural output should have additional favorable impact 
on prices in 1976. 


The tax and financial reforms which President Lopez 
decreed shortly after assuming office in 1974 had their 
immediate impact on inflation but were more fundamental 
than mere stabilization policies. The reforms were 
designed to make the system more equitable, more progressive 
and in the long run, through the presumptive tax, should 
have a favorable impact on investment and growth. Real 
revenues have been running 20 percent above what they would 
have been with the same rate of growth without the reform. 





The new taxes, however, have taken their bite out of purchasing 
power and have contributed to the current economic downturn. 
With revenues up, inflation down and growing confidence 

in the new administration, the stage should be set for a 
relatively rapid economic recovery without rekindling 
inflation. 


Coffee: Coffee is king in Colombia, although export 
diversification policies have reduced its role. With export 
earnings from coffee of $600 million, coffee still represents 
about 40 percent of export earnings. Production estimates 
for the coffee year 74-75 are 9 million bags with 7.7 million 
exportable production. While crop cyclesand previous low 
prices will reduce output in the 1975-76 coffee year, high 
world prices resulting from the Brazilian frost will lead 
to more careful selection of export beans and greater 
application of fertilizer. 


Export earnings as a result of the frost should increase 
by about $100 million this year and double that next year. 
Colombia is encouraged by prospects for signing a coffee 
agreement with provisions on export quotas, price levels and 
stocks. It also supported retention of exportable supplies 
in Central America, and itself participated in a retention 
scheme, to stabilize prices. 


Petroleum: Colombia tried to insulate itself from the 
OPEC imposed sharp increases in petroleum prices by fixing 
internal prices at previous levels. As their small export- 
able surplus has dissolved into a deficit, and as petroleum 
exploration ground to a halt, they have been forced to 
gradually reform this pricing policy. In mid-year prices 
for marginal crude were raised to $3.50 and prices for new 
crude will now range from $5.50 to $7.00 a barrel depending 
on location and depth of well. These price changes should 
slow the growth of the deficit and lead to renewed petroleum 
exploration. Internal product prices, which are the lowest 
in the world, will be adjusted upward gradually to ease the 
impact and facilitate economic adjustment. The petroleum 
pricing seems to be evolving toward a more rational set of 
prices that should reduce the distortions, and lead to 
increased production. The state oil company, Ecopetrol, 
will use higher petroleum prices to finance the 5l percent 
buy out of the foreign-owned oil production this year and 
next. 





Economic Development Policies: The government's 
immediate priorities after taking office were stabilization, 
tax and financial reform,and it was slow to articulate its 
development strategy. However, as the stabilization program 
and the reforms have generated revenues and provided the 
economic environment in which programs can be undertaken 
without feeding inflation, a development strategy is 
emerging. The strategy takes the position that market 
forces unincumbered by past high levels of government 
intervention will spur growth,while direct assistance to 
the poor is the best means to achieve income distribution 
objectives. 


The plan is articulated in the National Food and 
Nutrition Plan, a rather broad attack on Colombia's rural 
sector. Some aspects of the plan take the form of transfers 
of real income to the poor through increased government 
services, but the fundamental target seems to be increased 
productivity of the small farm 
sector through improved markets and credit; increased 
productivity of the individual farm through transfer of 
labor intensive technology; and increased productivity of 
the individual farmer and his family through improved 
nutrition, education and health. This new emphasis on the 


rural sector, combined with the 8 percent presumptive tax 
on land, should lead to growing agricultural output and an 
increasing exportable surplus. 


Balance of Payments: During 1974, Colombia incurred a 
$406 million balance of payments deficit, in part because 
of the deteriorating current account, but more importantly 
because of an increase in short term foreign liabilities 
of commercial banks. Official reserves declined from a 
high of $525 million in 1973 to $431 at the end of 1974. 
While reserves were run down in part to counter inflation, 
the continuing balance of payments deterioration into 1975 
led to tightening of import registrations. High world 
coffee prices should turn the situation around for the second 
half of the year leading to a smaller deficit or even a 
slight surplus. The improved balance of payments situation, 
however, may not be entirely reflected in the books because 
of the administration's announced policy of keeping the 
bonus coffee dollars in an external account, nationalizing 
them as needed for priority capital goods imports. 





A sharp decline in textile exports and low world coffee 
prices were largely responsible for the current account 
deficit, while the capital account turned negative because 
of a reflow abroad of short-term capital and because loan 
service payments exceeded disbursements. 


The Lopez administration has reduced export subsidies 
but has accelerated the devaluation of the peso fromthe less 
than 8 percent annual rate of the previous administration 
to 15 percent. 


Another bright spot in the external sector was the 
favorable report of the consultative group of multilateral 
and bilateral creditors, which identified some $2.5 billion 
of potential loans for Colombia. 


IMPLICATIONS FOR THE UNITED STATES 


While economic relations between the United States and 
Colombia are close and healthy, a number of factors, such as 
Colombian Government attitudes toward foreign investment, 
implicationsof Andean Pact programs and Colombian efforts to 
diversify its foreign trade, present a series of challenges 
to American business. 


Investment: New foreign investment in Colombia continues 
to be sluggish. Two long pending mining ventures are still 
not underway on a large scale; Hanna Mining Co.'s plans for 
the Cerro Matoso nickel deposit and Peabody Coal Co.'s plans 
for the Cerrejon coal deposit involve hundreds of millions 
of dollars. Texaco could invest huge amounts to develop 
the natural gas field discovered on the Guajira peninsula 
and to build downstream facilities. It is possible that 
the recent increase in oil prices will stimulate substantial 
new exploration and development activity. 


It is announced policy that the petroleum industry in 
the country will become majority owned by Colombia. Negotiations 
with the several U.S. companies affected are still in a 
preliminary stage. The value of the shares to be purchased 
by the Government, though important, does not compare with 
the vastly greater values in major producing countries such as 
Venezuela. 





The First National City Bank of New York and the Bank 
of America are also affected by the government policy estab- 
lished earlier this year requiring eventual majority 
Colombian ownership of all banks and insurance companies in 
the country. This move conforms to the disinvestment spirit 
of the Andean Pact's Foreign Investment Code, though the 
government had previously granted banks an exception to the 
Andean rules. Final definition of the Code's application in 
Colombia has not been completed, but it is likely that a 
philosophy of "Colombianization" will be extended to other 
important sectors of the economy. 


Trade: The United States' share of Colombia's registered 
imports was 42 percent during 1974, an increase over 1973, 
and is running at 43 percent through July of 1975. In 
dollar terms registered imports from the U.S. exceeded $750 
million last year and will go higher this year. While these 
figures are for registrations, and actual arrivals will be 
less, the U.S. share of the market should be essentially 
unchanged. The U.S. is also Colombia's major customer, 
purchasing about 40 percent of total Colombian exports. 


U.S. exports to Colombia traditionally have included a 
wide range of items, including transportation equipment, 
industrial machinery, agricultural products and chemicals. 


This pattern may change somewhat in the future as Colombian 
development plans, reinforced by Andean Pact programs, 
gradually result in greater agricultural self-sufficiency, 
improved infrastructure and domestic or Andean Pact production 
of a variety of finished products now being imported. 


Domestic investment, which has been lagging, should pick 
up as the Colombian economy recovers from the effects of 
the government's price stabilization plan and as exports 
respond to improved sales opportunities abroad. According 
to Embassy market research, this should lead to significant 
opportunities for sales of a wide range of capital goods 
including heavy trucks, used aircraft, printing and graphic 
arts machinery, business systems, agricultural machinery, 
food processing and packaging equipment, textile machinery 
and metal working and finishing equipment. 





Improved tax collections, coupled with projected loans 
in excess of $2 billion from the international lending 
institutions, will result in greatly increased outlays in 
the public sector. Projects under consideration or already 
initiated will offer excellent opportunities for U.S. exporters 
engaged in supplying services and equipment in such fields 
as telecommunications , radio and television broadcasting, 
road and highway construction, electric power generation and 
transmission, refineries, petrochemicals and water supply 
and waste disposal. 


Additional opportunities, perhaps in the neigh»orhood 
of hundreds of millions of dollars, will be offered by 
development of the Cerro Matoso nickel deposit, Cerrejon 
coal reserves and the Guajira gas fields. 


The Colombian government requires that foreign companies 
be represented by a local agent in order to bid on public 
projects. As bids normally must be presented within 30 to 
60 days from the opening of the tender, appointment of an 
agent during the preliminary phases of the project is 
essential. The U.S. Embassy and the U.S. Consulates in 
Cali and Medellin have an active program in support of U.S. 
companies desiring to export to Colombia. Activities during 
1976 include a Pollution Control Equipment Trade Mission, 

a Metalworking Equipment Catalog Show, a U.S. pavilion at 
the biennial Bogota International Fair and the promotion of 
attendance by Colombian businessmen at several industrial 
exhibitions in the U.S. 


Colombia established relations with Cuba earlier this 
year. While trade missions from the two countries have made 
visits, U.S.-Colombian trade should be little affected. 
However, U.S. trade could be affected somewhat by Colombian 
attempts to diversify by importing more from Eastern Europe. 
Petroleum industry equipment and fertilizer from Romania 
are the items most frequently mentioned in this context. 
Essentially Colombia is trying to find ways to utilize the 
positive trade balances it holds with several Eastern European 
countries under bilateral Compensation (barter) Agreements. 


Expanding Colombian trade with the other five members 
of the Andean Pact (Bolivia, Chile, Ecuador, Peru, Venezuela) 
could have more impact on the U.S. When the regional 
sector agreements for the automotive and petrochemical 
industries, dividing up these industries among the six countries, 
are finally implemented, there may be investment and export 
opportunities for U.S. firms in those fields. 





Colombia is very interested in the Trade Act of 1974. 
It is participating in the Multilateral Trade Negotiations 
underway in Geneva. It has stated its intention to become 
a member of GATT, and has provisionally acceded pending 
eventual full membership. It is also interested in the 
Generalized System of Preferences authorized in the Act, 
under which the U.S. will give preferential treatment to 
certain imports from less developed countries. 








CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Bureau or information about marketing in 
of International Commerce, U.S. De- these countries may be obtained by 
partment of Commerce. dialing these key people directly: 
The Bureau is organized geographically (202) 967 plus the given extension 


with a Country Marketing Manager 


Area Extension Far East 
Australia and New 

Zealand 3646 
East Asia 5401 
Japan 2427 
South Asia 3137 
Southeast Asia 3875 


Africa 
Central Africa 3904 


East and South Africa 4927 
West Africa 4388 


Europe 

Canada and Benelux Latin America 

countries 3848 Brazil 5427 
France 4504 Mexico, Central 
Germany and Austria 4414 America, and 
Italy and Greece 3944 Panama 5020 
Nordic countries 4601 Argentina, Uruguay, 
Spain and Portugal 3957 and Paraguay 2428 
Switzerland, Yugo- Caribbean countries 

slavia and Turkey 2795 and remainder of 
United Kingdom 3713 South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 


Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 
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